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Senate
Record of Committee Proceedings

Select Committee on Health Care Reform

Department of Health and Family Services Update and Long Term Care
DEPARTMENT OF HEALTH AND FAMILY SERVICES UPDATE

Helene Nelson, Secretary
Department of Health and Family Services

Kevin Hayden, Administrator
Division of Health Care Financing
Department of Health and Family Services

ISSUES:

oReview of the DHFS 2007-09 budget items that relate to the Deficit
Reduction Act.

oUpdate on Family Care and the Relocation Initiative.

oExplanation of the Department’s Pay for Performance Initiative.

olndividual Cash Accounts.

oExplanation of Department efforts to ensure Medicaid is not paying for
services third party payers should be covering.

o Efforts to maximize federal dollars.

LONG TERM CARE PARTNERSHIP PROGRAM

Peter Leonis, Intergovernmental Affairs Liaison
Centers for Medicare and Medicaid Services

Mary Ann Hack
Representative for Indiana’s Long Term Care Partnership Insurance Program

Laura DeGolier and Jim Harbridge
National Association of Insurance and Financial Advisors
FAMILY CARE

Tom Frazier
Coalition of Wisconsin Aging Groups

Lynn Breedlove
Disability Rights Wisconsin



LONG TERM CARE REFORM AND NURSING HOME CARE

Bill Bruce, President
St. Joseph's Community Health Services
Hillsboro, W1I

Mike Schafer, CEO
Spooner Health System

Tom Moore, Executive Director
Wisconsin Health Care Association

John Sauer, Executive Director
Wisconsin Association of Homes and Services for the Aging

Craig Thompson, Legislative Director
Wisconsin Counties Association

Karen Bullock, Chief Executive Officer
Community Health Partnership, Inc.
Representing the Wisconsin Partnership Program

Paul Soczynski, Chief Operating Officer
Community Care, Inc.
Representing the Wisconsin Partnership Program

October 17, 2006 PUBLIC HEARING HELD

Present:  (5) Senators Roessler, Darling, Olsen, Erpenbach
and Miller.
Absent:  (0) None.

Appearances For
¢ None.




Appearances Against

None.

Appearances for Information Only

Helene Nelson — Secretary , Department of Health and
Family Services

Kevin Hayden — Department of Health and Family Services
Peter Leonis — Centers for Medicare and Medicaid Services
Laura DeGolier — National Association of Insurance and
Financial Advisors

Jim Harbridge — National Association of Insurance and
Financial Advisors

Tom Fraizer — Coalition of Wisconsin Aging Groups

Lynn Breedlove — Disability Rights Wisconsin

Bill Bruce, Hillsboro — President , St. Joseph's Community
Health Services

Mike Schafer — CEO, Spooner Health System

Tom Moore — Wisconsin Health Care Association

John Sauer — Wisconsin Association of Homes and Services
for the Aging

Craig Thompson — Wisconsin Counties Association

Karen Bullock — CEO, Community Health Partnership, Inc.
Paul Soczynski — CEO, Community Care, Inc.

Registrations For

None.

Registrations Against

None.
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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850

Center for Medicaid and State Operations —

SMDL #06-019
JUL 27 2006

Dear State Medicaid Director:

Thisletterisoneofaseriesthatvprovidesgxﬁdmoeond;eimplanaﬁaﬁonofﬁlemﬁcit
Reduction Act of 2005 (DRA), Pub. L. 109-171. The legislation made a number of changes in
the Medicaid rules on eligibility and benefits. This letter provides information for States
regarding implementation of section 6021 of the DRA. Section 6021 amends section 1917(b) of
d:eSocialSeanityAet(thert)toprovideforQualiﬁedStateLong—TamCm(LTC)
mmmeMmhipmmaMpamiGmaoepﬁmmmmovaymﬁsiomwim
respecttoindividualswhomoeivebmeﬁtsnndaLTCinmmoepoﬁeiessoldinStatesﬂmt
implement a Partnership program. 'Ihesechmgesaredesm’bedbﬁeﬂybelowandmdismssed
in detail in the enclosure to this letter.

Oualified Partnerships

A Ouslified State LTC Insurance Partnership (Quahﬁedeshlp)mmanappmvedState
pmmm(SPA)Mmﬁd«mampﬁonﬁnmuwemmmmquudm
ﬂnebmeﬁﬁpddbyoutﬁnLTChmmepoﬁd&,whaeﬂmsebmﬁmwmdimgmdedin
determining an individual’s Medicaid eligibility. Policies must moet specific conditions and the
Smmwmoecmmm,mmpﬁmsmeofﬁdd,mwwﬁfyﬂmtapoﬁcymm
those conditions, in order for the State to apply the exemption from estate recovery. The term
“Qualified Partnership” refers to Partnership SPAs, other than those approved as of May 14,
1993. However, those States that had approved Partnership SPAs as of May 14, 1993, continue
mbe‘?nmhipSmws,”asbngasﬂwyhavenotrduedﬂnmmpmwcﬁmmndnds
matwaeappliedtmdameirsmteplansasofDeoembeﬁl,zoos. '

Effective Dates

AStateplanmnaMeutﬂmtpmvidesforaQualiﬁede«shipmdeuec&on
1917(b)X1 X CXiii) of the Acteanspecifyﬂmtpoﬁeiesismwdaﬁa‘aoemindatewﬂlbembjectto
meammdmmtasbngasdmdateisnotwﬁammmeﬁrstdayofmﬁrstmlaﬂnqumm
which the SPA is submitted for approval. -




Page 2 - State Medicaid Director

I am enclosing a more detailed explanation of the above DRA provisions. If you have any
questions about this letter, or the enclosure, please feel free to contact Gale Arden, Director,
Dlsabled&Elderly Health Programs Group at (410)786-6810, or by e-mail at

ale Arden@cms.hhs.gov. We look forward to working with you as you implement this

Sincerely,

Abnrine A Anerk

Dennis G. Smith
Director
Enclosure
cc:
CMS Regional Administrators
for Medicaid and State Operations
Martha Roherty

Director, Health Policy Unit
American Public Human Services Association

Joy Wilson
Director, Health Committee :
National Conference of State Legislatures

Matt Salo
- Director of Health Legislation
National Governors Association

Jacalyn Bryan Carden
Director of Policy and Programs
Association of State and Territorial Health Officials

Christie Raniszewski Herrera
Director, Health and Human Services Task Force
American Legislative Exchange Council




Enclosure

Qualified Long-Term Care Partnerships
Under the -
Deficit Reduction Act of 2005

Centers for Medicare & Medicaid Services
Center for Medicaid and State Operations

July 27,2006
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Enclosure Highlights—Section 6021

Expansion of State Long-Term Care Insurance Partnerships

Definition of “Qualified State Long-Term Care Insurance Partnership” and
Requirements

A. Definition
B. Requirements

Grandfather Clause

Effective Date

Appendix I Requirements for a Long-Term Care Insurance Policy under a Qualified

Long-Term Care Insurance Partnership

Appendix II National Association of Insurance Commissioners Model Regulations

Appendix [II National Association of Insurance Commissioners Model Act
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Deficit Reduction Act of 2005

Expansion of State Long-Term Care (LTC) Partnership Program

Section 6021(a)(1)(A) of the Deficit Reduction Act of 2005 (DRA), Pub. L. 109-171,
expands State L TC Partnership programs, which encourage individuals to purchase LTC
insurance. Prior to enactment of the DRA, States could use the authority of section
1902(r)(2) of the Social Security Act (the Act) to8isregard benefits paid under an LTC
policy when calculating income and resources fot purposes of determining Medicaid
eligibility. However, under section 1917(b) of the Act, only States that had State plan

amendments approved as of May 14, 1993, could exempt the LTC insurance benefits
from estate recovery.

The DRA amends section 1917(b)}(1)}(C)(ii) of the Act to permit other States to exempt
LTC benefits from estate recovery, if the State has a State plan amendment (SPA) that
provides for a qualified State LTC insurance partnership (Qualified Partnership). The
DRA then adds section 1917(b)(1)(C)(iii) in order to define a “Qualified Partnership.”
States that had State plan amendments as of May 14, 1993, do not have to meet the new
definition, but in order to continue to use an estate recovery exemption, those States must
maintain consumer protections at least as stringent as those they had in effect as of
December 31, 2005. We refer to both types of States as “Partnership States.”

Definition of “Qualified State LTC Partnership” and Regquirements

. Definition

Section 6021(a)(1)(A) of the DRA adds several new clauses to section 1917(b)(1)(C) of
the Act. The new clause (iii) defines the term “Qualified State LTC Partnership” to mean
an approved SPA that provides for the disregard of resources, when determining estate
recovery obligations, in an amount equal to the LTC insurance benefits paid to, or on
behalf of, an individual who has received medical assistance. A policy that meets all of

the requirements specified in a Qualified State LTC Partnership SPA is referred to as a
“Partnership policy.”

The insurance benefits upon which a disregard may be based include benefits paid as
direct reimbursement of LTC expenses, as well as benefits paid on a per diem, or other
periodic basis, for periods during which the individual received LTC services. The DRA
does not require that benefits available under a Partnership policy be fully exhausted
before the disregard of resources can be applied. Eligibility may be determined by
applying the disregard based on the amount of benefits paid to, or on behalf of, the
individual as of the month of application, even if additional benefits remain available
under the terms of the policy. The amount that will be protected during estate recovery is
the same amount that was disregarded in the eligibility determination.




It should be noted that while an approved Partnership SPA may enable an individual to
become eligible for Medicaid by disregarding assets or resources under the authority of
section 1902(r)(2) of the Act, the use of a qualified Partnership policy will not affect an
individual’s ineligibility for payment for nursing facility services, or other LTC services,
when the individual’s equity interest in home property exceeds the limits set forth in
section 1917(f) of the Act, as amended by the DRA.

. Requirements

The new clause (iii) also sets forth other requireni;ﬁi:s that must be met in order for a
State plan amendment to meet the definition of a Qualified Partnership. These include
the following:

1. The LTC insurance policy must meet several conditions, which are listed in
Appendix 1 of this enclosure. These conditions include meeting the requirements
of specific portions of the National Association of Insurance Commissioners’
(NAIC) LTC Insurance Model Regulations and Model Act (sec Appendices Il and
II1). . :

The Qualified Partnership SPA must provide that the State Insurance
Commissioner, or other appropriate State authority, certify to the State Medicaid
agency that the policy meets the specified requirements of the NAIC Model
Regulations and Model Act. The State Medicaid agency may also accept
certification from the same authority that the policy meets the Internal Revenue
Code definition of a qualified LTC insurance policy, and that it includes the
requisite inflation protections specified in Appendix L. If the State Medicaid
agency accepts the certification of the Commissioner or other authority, it is not
required to independently verify that policies meet these requirements. Changes
in a Partnership policy after it is issued will not affect the applicability of the
disregard of resources as long as the policy continues to meet all of the
requirements referenced above.

If an individual has an existing LTC insurance policy that does not qualify as a
Partnership policy due to the issue date of the policy, and that policy is exchanged
for another, the State Insurance Commissioner or other State authority must
determine the issue date for the policy that is received in exchange. To be a
qualified Partnership policy, the issue date must not be earlier than the effective
date of the Qualified Partnership SPA.

2. The State Medicaid agency must provide information and technical assistance to
the State insurance department regarding the Partnership and the relationship of
LTC insurance policies to Medicaid. This information must be incorporated into
the training of individuals who will sell LTC insurance policies in the State.

3. The State insurance department must provide assurance to the State Medicaid
agency that anyone who sells a policy under the Partnership receives training and




demonstrates an understanding of Partnership policies and their relationship to
public and private coverage of LTC.

4. The issuer of the policy must provide reports to the Secretary, in accordance with
regulations to be developed by the Secretary, which include notice of when
benefits are paid under the policy, the amount of those benefits, notice of

termination of the policy, and any other information the Secretary determines is
appropriate.

5. The State may not impose any requiremefitaffecting the terms or benefits of a
Partnership policy unless it imposes the sanie requirements on all L'TC insurance
policies.

. “Grandfather” Clause

A State that had a LTC insurance Partnership SPA approved as of May 14, 1993, is
considered to have satisfied the requirements in section IT above if the Secretary determines
that the SPA provides consumer protections no less stringent than those applied under its
SPA as of December 31, 2005. Under this provision California, Connecticut, Indiana, lowa,
and New York would continue to be considered Partnership States.

Iv. Effective Dates

A SPA that provides for a Qualified State LTC Insurance Partnership under the amended
section 1917(b)(1)(C) of the Act may be effective for policies issued on or after a date
specified in the SPA, but not earlier than the first day of the first calendar quarter in which
the SPA is submitted.

The DRA requires the Secretary to develop standards regarding the portability of Partnership
policies by January 1, 2007. These standards will address reciprocal treatment of policies
among Partnership States. The Secretary is also required to develop regulations regarding
reporting requirements for issuers of Partnership policies and related data sets. It is not
necessary for States to wait for these standards and rules to be promulgated before submitting

a Partnership SPA. A State may submit a Partnership SPA at any time after the effective date
of the DRA.




Appendix I

Requirements for a Long-Term Care Insurance Policy under a
Qualified Long-Term Care Insurance Partnership

In order for a State Plan Amendment to meet the definition of a “Qualified Partnership,”
allowing the State to disregard assets or resources equal to the amount paid on behalf of an
individual, the long-term care insurance policy, including g group policy, must meet the
following conditions: ‘

1.

The policy must cover a person who was a resident of the Qualified Partnership State
when coverage first became effective. If a policy is exchanged for another, the residency
rule applies to the issuance of the original policy.

The policy must meet the definition of a “qualified long-term care insurance policy” that
is found in section 7702B(b) of the Internal Revenue Code of 1986.

The policy must not have been issued earlier than the effective date of the SPA.

The policy must meet specific requirements of the National Association of Insurance
Commissioners (NAIC) Long Term Care Insurance Model Regulations and Model Act.
These are listed in Appendices II and IIL

. The policy must include inflation protection as follows:

e For purchasers under 61 years old, compound annual inflation protection,;
e For purchasers 61 to 76 years old, some level of inflation protection; or

e For purchasers 76 years or older, inflation protection may be offered but is not
required.




The following is a list of the NAIC Model regulations that are referenced in Appendix I, item 4:

Appendix 11

NAIC Model Regulations

Model Regulations

1.

w e

© NG

10.
11.
12.
13.
14.
15.

16.
17.

18.
19.
20.

Section 6A, with a certain exception, relating to guaranteed renewal or non-.
cancellability; g

Section 6B of the Model Act, as it relates to 6A; - -

Section 6B, with certain exceptions, relating to prohibitions on limitations and
exclusions;

Section 6C, relating to extension of benefits;

Section 6D, relating to continuation or conversion of coverage;

Section 6E, relating to discontinuance and replacement of policies;

Section 7, relating to unintentional lapse;

Section 8, with certain exceptions, relating to disclosure;

Section 9, relating to disclosure of rating practices to the consumer;

Section 11, relating to prohibitions against post-claims underwriting;

Section 12, relating to minimum standards;

Section 14, relating to application forms and replacement coverage;

Section 15, relating to reporting requirements;

Section 22, relating to filing requirements for marketing;

Section 23, with certain exceptions, relating to standards for marketing, with the
exception of specific paragraphs;

Section 24, relating to suitability;

Section 25, relating to prohibition against pre-existing conditions and probationary
periods in replacement policies or certificates;

Section 26, relating to contingent non-forfeiture benefits;

Section 29, relating to standard format outline of coverage; and

Section 30, relating to the requirement to deliver the NAIC publication “4 Shopper’s
Guide to Long-Term Care Insurance”.



Appendix I11

NAIC Model Act

The following is a list of the requirements of the NAIC Model Act that are referenced in
Appendix I, item 4: .

i A ol ad M

Section 6C, relating to pre-existing conditions;

Section 6D, relating to prior hospitalization; N

Section 8, the provisions relating to contingent non-forfeiture benefits;
Section 6F, relating to right to return; )

Section 6G, relating to outline of coverage;,

Section 6H, relating to requirements for certificates under group plans;
Section 6], relating to policy summary,

Section 6K, relating to monthly reports on accelerated death benefits; and
Section 7, relating to incontestability period.
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Health Care Reform: Addressing
Health Care Costs

For the Senate Setact Committee on Health Care
by

Laura Tobler
September 27, 2008
National Conference of State Legislatures
303-856-1545, laura tobler@ncsl.org
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Health Premiums Rising 3-5 Times Faster
than Inflation and Wages, 1988-2005

20% —o— Health lsurance Premiums
(80% 8- Workers Esraings
A= Oversl] Inflation

15%

13.9%
%

1988 199G 1992 1994 1596 1998 2000 2002 2004

Workers carmags < 2 % Overal inflebon = 3.5%
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Total health benefit cost increase slows for the third
gn straight year — Good News?

All employers Font Fromain, ERRI for NCSL 405
i States
1o TI% 9.7%
14T in
2005
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Health Care Reform: Addressing
* Health Care Costs

a Stabilize the insurance market/reduce the
number of uninsured

= Focus more attention on preventive and
primary care

HE » Focus more attention on appropriate care for
chronic disease

n Promote personal responsibility

= Consumer-directed health care

= Address long-term care and quality

4%

i

More recent state initiatives for covering the
“ uninsured fall into these categories. ..

= Making new insurance options more affordable
— Increasing employer-offered insurance

- Making new private insurance options more affordable.

Ig-ﬁ — Assist low-income uninsured via government sponsored
programs

s Comprehensive
- Includes strategies addressing access, cost and quality.
» Covering children

W
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Montana: Make small business insurance
more affordable

s The Small Business Health Care Affordability Act
~ Targets small businesses
- New purchasing pool, State Health Insurance
Purchasing Pool, to obtain health insurance.
i — Pool insurance will be subsidized on a sliding scale
il basis.
- Tax credits to small businesses that are currently
offering health insurance.
S8 - Program is funded by a tobacco tax.
- Other states have group purchasing arrangements (AR,
CA, KS, OH, TX, NM, WL} Kansas has plans for a
subsidized pool.

i
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Kentucky: Make small business
insurance more affordable

» Insurance Coverage, Affordability and Relief to Small Employers
(ICARE) Program - 4 year pilot program.

s Small employers (2-15 employees) who have been uninsured for at
least 12 months and average annual salary does not exceed 300 FPL,

» Employer pays at least 50% of premiums and the state pays $40 per
employee per month. The incentive will be reduced each year by $10.

s Small emploiers who offer insurance and pay 50% or more of the
premium with at least I employee in the group with a high-cost
medical condition wili recetve an incentive to remain insured - $60 per
employee pet month which will be reduced each year by $15,

= Premiums must be discounted for a healthy lifestyle.

i
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New York: Make small business insurance
more affordable

s Program - Provide publicly-funded or other type of
financed reinsurance for private coverage to
assume a portion of insurer’s high-cost claims.

= 20% of people account for 80% of health spending

= State subsidizes costs for expensive people with the
goal of lowering premiums for all

m  State requires all HMOs to offer product

s Small firms w/ low-wage workers, low income
self-employed, uninsured workers w/o access to
employer sponsored insurance may enroll

)
1131111
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West Virginia: Make small business

insurance more affordable:

s West Virginia Small Business Plan

= allows small businesses access to the buying power of the
Public Employees Insurance Agency (PEIA) through a
public/private partnership between PEIA and insurance
companies, PEIA is the largest self-insured plan, providing
insurance to public employees, state universities, and
colleges, as well as county boards of education

allows participating carriers to access PEIA's
reimbursement rates, enabling the new small business
coverage cost to be reduced significantly.

Created bf' the 2004 legislative session through passage of
Senate Bill 143, Program enrollment began in January
2005. There are 1,000 enrolled representing 200
businesses.

i

it

| NS

@ Reinsurance subsidy

State Rensurance Fund $0%
Carrier 300% " Camies 100%

‘ 0 $5.000

w Estimated savings of 50% for individuals
w Over 110,000 enrolled {1/06)
— Most enroliment is non-group

= State Reinsurance Fund spent $13.3 million in 2003 and $34.5
million in 2004

$75,000 ————
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New Jersey: A focus on young
adults

= Allow young adults—one of the fastest growing segments of the
uninsured--{o remain covered on their parent’s or guardian’s
health insurance policy.

State examples: DE {age 24),MA (age 25), NJ (up to age 302
NM (2 25), CO (age 25. unmarri dependentsg Utah (up to
age 386

This polm{ strat requires no state funding. NJ law requires

the parent to pay tor the coverage entirely {no employer

contribution)

» Maine (age 25 with disability, dependent parents and unmarried
same-sex and opposite-sex partners) which may bring in

disproportionate numbers of unhealthy older dependents

s MOD. TX, MN, NY and LA allow coverage for grandchildren

733}
o)

NCSI

Medicaid coverage for low-income
workers

= New insurance products for sralt firms with low-wage
workers (and employer premium assistance programs).
« Employers. individual and Medicaid pay premium
- New Mexico - open to uninsured adults <200% FPL,
individuals may pay employer contribution
— Oklahoma covers workers and spouses <185% FPL
who work for small firms; program begins with voucher:
safety-net option will be provided for workers with
employers unwilling to participate
— Arkansas recently received waiver to offer limited
benefit product to small firms, Medicaid funding will be
available for low-wage workers (<200% FPL}

i
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Oklahoma Employer/Employee
Partnership for Insurance Coverage
(O-EPIC)

Aims to cover an
185 percent FPL.

® Funded by state genera fund revenues generated by a tobacco tax,
nlong Wi!;l federal Medicaid matching funds and employer and
employee contributions.

» The O-EPIC Premium Assistarice Program will pay part of the health
plan premiums for eligible employees working for qualified Oklahoma
small businesses (with 25 of fewer employees). Participation in this
program is voluntary. Enrollment began m Nov 2005,

= The O-EPIC Public Product Health Care Plan is designed as a safety
net for people who cannot access private health covem?e through their
employer, This plan extends coverage to uninsured self-employed
individuals, workers whose employers do not provide health coverage,
workers who are not eligible to participate in their employer’s health
plan, sole proprietors not eligible for small group health coverage, and
the unemployed who are currently seeking work. Enroliment began in
spring 2006. g{{i}}l

B

dditional 50,000 resid with at or below

New Mexico’'s State Coverage
Initiative

« New health plan initiative providing low-cost basic
health insurance through an employer based benefit
program in conjunction with the state.

+ Uninsured adults up to 200% federal poverty

- through employer-sponsored coverage.

» Financed through: employer contribution,
employee contribution (based on income), Medicaid
(match from unused SCHIP dollars).

« Benefits similar to basic commercial plan.

Hi
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Arkansas Safety Net Benefit
Program

s Approved March 2006

m Increase health insurance coverage through a
public/private partnership that will provide a “safety
net” benefit package to approximately 50,000
uninsured individuals over 5 years.

Targeted at businesses with fewer than 50
employees that have not offered health coverage in
at least one year prior to enroliment.

Funding comes from fees collected from employers,
state tobacco settlement funds and federal Medicaid
doltars.

Will begin with a pilot in late 2006 for up to 25,000
participants. Second phase may go up to 80,000.

i
s
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m Massachusetts Health Reform 2006

« Covers 95% of the uninsured in 3 years

- Preserves federal Medicaid funding

« Simplifies heatlth insurance for small businesses

- Reforms Uncompensated Care

n - Promotes financial stability of health care system
: « Rewards cost-effective, high quality care

« Encourages shared responsibility: government,
individuals, employers, health care providers

15
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Focus on preventive and primary
care: West Virginia

= HB 4021

= Establishes a clinic-based primary care services
program for an undetermined prepaid fee (developing
regulations nowy).

West Virginia Health Care Authority will determine
the ellgibility of providers to obtain licenses to market
and sell prepaid health services under such terms as
may be established in guidelines developed by the
Health Care Authority or the Insurance Commissioner

= Eight providers will be chosen.
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Utah’s Primary Care Network and
Covered at Work (1115 waiver)

- provides primary/preventive care only to up to
25,000 new adults at or below 150 % FPL.

- Reduces benefits for some mandatory and
optional Medicaid enrollees to help finance
expansion.

- Enroliment fee and significant cost sharing.

— Foided state-only UMAP into Medicaid

~ People are interested and enrollment continues to
rise.

— Those not eligible for PCN because of ESI are
eligible for a $50/month subsidy to pay for ESI.
i
Myt
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Focus More Attention on Chronic
Disease: Vermont

= 2006 Health Care Affordability Act

—H 861 and H 895 both signed by the
Governor
—Two major components:

+ Making health insurance affordable
and accessible to the uninsured-
Catamount Health Program.

* Improving the delivery of health
care.

/i)
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Vermont: Catamount Health

- Everyone who is uninsured for 12 months or more wili have
access to - and help pay for- a comprehensive haaith
insurance packags.

A standard plan (classic PPO 50% model) will be offered by
the private sector and subsidized (sliding scale) for anyone
under 300 percent of poverty.

Subsidize employer sponsored insurance for eligible people.
~ state funding from Medicaid waiver financing, two increases
in the tobacco tax, and from an assessmant on employers
for employeas who either are not offered insurance or who

are offered insurance, chose not to enroll, and are
uninsured. $365 psr FTE who is uninsured.
~ Focus on managing chronic disease.

]
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Vermont: Improving care delivery

» Focus on chronic disease management.

a Establish a system of chronic care
management.

w Change provider reimbursement system
to encourage excellence in chronic
disease management.

» Waiving co-pays for patients who seek
appropriate care.

m
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g Health Savings Account (HSA)

= Allows for tax-free accurnulation of savings.

~ Tax free confribution; Tax free accumuiation.

- Tax free withdrawals for health care services, COBRA and Long
Term Care ins. premiums, retiree health premiums for Medicare-
atigible refirees.

Must have qualified "High Deductible heafth plan”.
- Self-onty: Minimum $1.050 annual deductible, $5.250 Out-of-
Pocket max
~ Family coverage: Minimum $2,100 deductible, $10,500 Out-of-
Pocket max.
= Contributions

— Seif-only: limited to level of deductible up to $2,700 max.

~ Family coverage: limited to level of deductibie up to $5,450 max.
= Catch-up contributions once age 55 of $1,000.

— Phased-in by 2009.
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Health Reimbursement Arrangement
(HRA)

» Employer provided account that allows
for pre-tax reimbursement of medical
expenses.

= Typically combined with a high-
deductible health plan, but not required.

s Employee contributions not permitted.

fan
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Health "Consumerism:"
Potentials & Concerns

Concerns
= Low health literacy
- Reduce necessary carae

Potentials
s Lower costs
- Reduction in use

~ Use of lower cost - Induce demand for
services unnecessary care
= Better engaged consumer = Lack of tools & resources to
s More satisfied consumer make decisions
» Better health oulcomes/more  ®  Impact on high cost users
appropriate care uncertain
= Improve affordability » Crowd out of full coverage

= One-time savings

Paut Fronste, EBRY for NCSL 4408
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Consumer-directed heaith plans gain
momentum: Percent employers offering

2003 {2004 [2005 | Likelyto | Likelyto
offer in offer In
2006* 2007
Large 1% | 4% | 5%| 13% 17%
amployers
(500+)
Jumbo 9% [ 12% |22%| 29% 31%
employers
{20,000+)
State 6% 22% 22%
Gov't
Empioyers

758
amioracs traw covcenidy offer 2007 1338
i ot 1208 Ve et & Bt - ML A 308 N

State Legislatures” Roles with HSAs

Encourage wider use of federal HSAs.

a Create a state income tax exemption for deposits.

s Exempt from mandates that make high-deductible

policies problematic.

Require price fransparency so consumers know

costs of using their own $3$.

» Regulate or restrict types of high deductible policies
that can be offered or sold.

s Expand the types of financial institutions that can

offer health savings accounts (credit unions, assoc.)

Clsan up older tax statutes affecting "Medical

Savings Accounts” i

New laws on HSAs in many states

= States that gonf%rmgd to federal internal Revenue Code for
AZ CO,CT,DE, GA HI ID, I, IN,
0, Mi, MO, MT, NE, NM, NY, NC, ND OH, OK,
OR, Ri (04) SC, UT, VT VA, WV (+ see below) 30
= States that han WS in 5. nform to federal IRS
e for H: N, MS, NV,
NJ, OK, PA, UT  (effective dates vary) (15)

a  States with HSAs for ng‘h Risk Pool plans: AL AR ('05), CO, 1D
(05), KY. LA. MD, MN, MO. NE. SD, WY (12)

= States with HSAsforstateemgﬁ AR(04 FL {'05). KS ('06),
OK (05), SC (05). SD ('04), UT (06) (7)

= States that do not have state income tax: AK, FL, NH, SD, TN, TX,
WA, WY (8]

NCSL's staff contact for consumer directed health care is Richard
Cauchi at 303-856-1367 or dick.cauchi@ncs!.org fifh
Hin
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Current State Medicaid Reform Initiatives

= Empbhasis on personal responsibility
~ “Consumer choice” of plans
~ Increased premiums or cost sharing
- Incentives for healthy behaviors

s Increased role of private marketplace
~ Increased control to plans to determine benefit packages
— Encourage employer coverage through premium assistance

= Spending limits and predictability
— Defined contribution approaches
~ Aggregate cap on federal funding
- Strategies that preserve federal funding for health coverage
- Increased use of managed care

Source’ Kathy Gifford, presentation at NCSL's Fiscal Analysts Seminar, September 7, 2006
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Medicaid Pays a Sizable Share
of U.S. Health Spending

Medicald spending was 1/6 of ait
US heaith expenditures in 2004

Before
/ parto

” ' l PMD

TawP«sonal Hopltal Care pmm:mm Nursing Home Pu-cnpuon
Core

SOURCE' Cysethia Smith, st sl , Natonat Hesih Spending in 2004, Health Affisks, JanuarylF sonsy,
2006 Based on Nafional Heatth Cars Experdiire Dot for 2004, CMS. Offics of the Actuary, 7006 '{ﬁ;})'
i

NS

= NCSE

Florida Medicaid Modernization

= “Customized” Benefit Options: vary between plans

~ Must provide all mandatory and optional services required by plan
enroliees, but may vary amount, duration and scope

— May cover non-traditionat services

s Lower Cost-Sharing: plans may reduce (but not
increase) cost-sharing requirements.

B = Risk-Adjusted Premiums
= ESIi Opt-out: beneficiary option to “opt out” of
Medicaid to employer sponsored insurance.

= Enhanced Benefit Accounts: reward healthy
behavior with credits of $125 per year to purchase
health-related products and supplies

w Initially, a two county pilot (Broward, Duval)

A
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Vermont Global Commitment
to Health

» Global Cap: $4.7 billion cap on total Medicaid
expendltures over five years
~ Ali Medicaid enrolleas except LTC and SCHIP
— State at risk for enroliment and PMPM cost irends

» State Agency as MCO: state pays itself a
“premium” for sach enrollee

» Flexible Financial Mechanism: state may
use savings to finance non-Medicaid health
services for uninsured or underinsured

= Floxibility to Reduce Coverage: by reducing
benefits, increasing cost sharing, limiting
enroliment for optional and expansion

populations within limits f,‘f}};
ar N GH.
DRA Premiums and Cost-
w Sharing Options

= Premiums/cost-sharing for new groups and types of services
— Premiums permitted over 150% FPL
~ Cost-sharing permitted over 100% FPL
— For curent eligibles, children more likefy than adults to be
impacted because most states do not cover adutts in the affected
income ranges
But, with limits and exemptions:
~ Cost-sharing limit: limited to 10% of service cost under 150%
FPL and 20% over 150% FPL

~ Famil 4 ate premiums and cost-sharing cannot exceed
P R e

E D Ty kids, pregnant women,

institutionalized persons, receiving hospice care and
women with coverage due to Breast and Cervical Cancer

— Exempted services: preventive services to kids, pregnancy
services, jce or institutional services, ermergency services and
farnily planning services

— Impact limited (due to exemptions) mosﬁg’tu nminstimlionalized(/«
aduits (who are not pregnant), optional children and expansion 1%

populations under waivers

Deficit Reduction Act

» Covering different population, sometimes higher
income groups

Increased cost-sharing

Changing benefit designs

Consumer Responsibility

Role in expanding coverage to uninsured
States are awaiting further interpretation of the law:

- Many provisions require HHS Secretary to devaiop guidance
- Guidance is needsd whers

is or 38
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Kentucky (cont.)

= New “soft” service limits (subject to PA override) vary
by plan.

= New cost sharlng requirements imposed on a wide
array of services usually in nominal amounts except
inpatient hospital ($50/Global Choices, $10
Comprehensive and Optimum Choices)
~ Annuat Rx max = $225
— Annual medical max = $225
~ Aggregate family cap = 5% of income
— Children, pregnant women, institutionalized, hospice

beneficiaries exempt

- Enforceability permitted (alfowing providers to deny service

for failure to meet the cost sharing requirement) i{ﬁi})‘
135
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Kentucky

= Creates four benefit packages:

~  Global Choices {tha *default” package for those not falling into another

package}

- Family Choices (chitdren, including SCHIP)

~  Optimum Choices (persons with MR/DD needing LTC)

- Comprahensive Choices (eiderly and disabled in need of LTC)
“Get Healthy” incentives — awarded for compliance
- with a disease management program.

— Can be used for additional services (dental, vision, or
nutritional or smoking cessation counseling)

= Establishes employer sponsored insurance as an
alternative benefit package (benchmarked to state
employee plan) — provides premium assistance to

beneficlaries choosing this option A
i

Souite: HHS Press reloases dated 5/3/2006, it

NCSL

West Virginia

» alternative banefit package for healthy adults and children
providing an “enhariced” benefit for parsons that sign and
conform to a “Medicaid Membar Agr t” and a scaled-
back benefit for those who fail or dori't sign.

= state and the HMO/medicat home will track compliance for:

— Screenings as directed by their health care provider

— Adherence to heaith improvement programs as directed
by their heaith care provider

— Missed appointments

— Medication compliance

» Noncompliant members will have benefits reduced (to the
Basic Plan), subject to “good cause” and with the right to
appeal

i)
Source’ HHS Proos releases dated 5/3/7006 Hin
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West Virginia Member Agreement

» | will do mry best to stay heaithy. | will go to health improvement
progreins as directed by my medical home.

1 will read the booklets and papers my medical home gives me._ If |

have questions about thesn, | wilt ask for help.

1 will go to my medical home when | am sick.

I will take my children to their medical home when they are sick.

| will go to my medical home for chack-ups.

| wifl take my children to their medical home for check-ups

1 will take the medicines my health care provider prescribes for me.

1 will show up on time when | have my appointments.

1 will bring my chitdren to their appointments on time.

| will cail the medical home to ket thermn know if | cannot keep my

appointments or those for my chikiren,

= | will et my medical homne know when there has been a change in
my address or phone number for myself or my children.

= | will use the hospital emergency room only for emergencies.

aih
i0iH
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West Virginia (Cont.)

s The “Basic” plan includes all mandatory and some
optional services but is more limited than the current
full WV benefit package (e.g., diabetes care and
mental health care excluded)

» EPSDT is preserved

» “Healthy Rewards Accounts” planned:

- Credits can cover copays for Rmedical services
- Batance at year-and can cover non-covered services
= Phase |in a 4-year Medicaid Redesign effort

=

ldaho

= Creates Three Plans for three groups:
- Basic Benchmark Plan for healthy children & aduits

—  Enhanced Benchmark Plan for elderly and disabled (and
for children and adults needing more services than
Berichmark plan). Full range of services.

- Coordinated Benchmark Plan for dual eligibles. Full range
of services.

s Participation is voluntary New preventive services
will be covered
—  initial health risk assessment
—  Nutrition services
»  EPSDT benefils preserved for all children

{u\
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Idaho (Cont.)

» Basic Benchmark Plan restrictions:

~ Long Term Care benefits excluded

— Limits appfied to mental health services

— Some provider specialties restricted to diagnostic and
gvaluation services only

d Personal Health Accounts:

— Individuals earn credits {complying with recommended
preventive services) that can be used to purchase tobacco
cessation and weight foss goods and services (e.g. nicotine
replacement therapias, fitness program memberships and
bicycie helmets)

4
14334

| = MOl

|

DRA Health Opportunity
Accounts

= Establishes a demonstration program in up to 10
states to allow high deductible medical service plans
plus contributions to a Health Opportunity Account
(HOA)

~ A state can apply alternative benefits for a group or groups
of beneficiaries in one or more geographic areas of a state

~ The deductible may not exceed 110% of the HOA
contribution

- Groups preciuded from participating: aged, blind and
disabled, pregnant women, individuals receiving terminal
care, long term care, or those eligible for Medicaid for less

~ than three months

#in
B

NCSI

More resources:

For NCSL's summary of the DRA go to

For summaries of recent state Medtcatd waivers and
amendments go to

For NCSL's web page on consumer dlrected heaith
care go to hitp:/iwww.ncst.orgirograms/healivhsa.titm
= For NCSL's web page on access to health care and

the uninsured go to hitpJiwww.ncsl.org/programs/health/h-
primary.htm
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My name is Jim Harbridge and I'm here with Laura De
Golier. We are with National Association of Insurance and
Financial Advisors - Fond du Lac Association.

We’re here to encourage you to implement a Partnership LTC
Program in Wisconsin.

I’ve been working with families and their loved ones providing
LTC Planning and selling LTC Insurance since 1990. Laura
has been providing Insurance Services since 1979.

I've worked with various entities such as Mercury Marine,
Fond du Lac County, Agnesian HealthCare, J.F. Ahern
Company, Fond du Lac Regional Clinic to name a few.

The way I work with both Business’s and individuals is thru
education. This education is needed to dispel certain myths
and fallacies concerning LTC. I often use 3" party articles.

Does anyone here have an LTC Insurance policy or have they
had a loved one who has needed LTC?

Our goal today is to educate you on reasons people buy LTC
Insurance, myths and fallacies concerning LTC, the risk
associated with needing LTC, and to give you information on
the current Partnership Plans and their successes in the
current States.

Why do people buy LTC Insurance?

e I would like to maintain my financial independence
e I don’t want to be a burden on my family

¢ A LTC Plan would give me peace of mind

e I want to preserve my assets to leave an inheritance




59:5 per vear, Assisted Living $30,000 per year, Home Care

V.

Q\%
5\%

e 1 want every opportunity to stay in my own home

¢ I want to be in control as long as possible

e 1 don’t want to see all my assets used to pay for care in
the last years of my life

e IfI need a nursing home I want to be able to choose

¢ Asset Planning with 2" marriages require LTC «?%

What are the myths and fallacies concerning LTC?

e Is LTC about Nursing Homes onlv— onlv
provided in Nursing Homes ‘&g . '

e Who needs LTC- 40% i5Tor car ¢Tor pe\?@ﬁ)mdﬁr the age

of 65 yrs. (Eﬁr;f)le would be Christopher Reeves)

What is the cost of LLTC and are there certain Mgh cost™"

areas in this country-Nursing Homes $62,000 /$140, 000 (Q).A

$65,000/ $98,000 per vear (Theses are average prices from &
2002) Mdﬂ |

e Who pays for LTC- 42 % Medicaid, 15 % Medicare, 25 TS
% Individuals, 12 % Private Insurdnce, [ "7 l!m"" er -y

e Does Private Health Thsurance or Medlcare cover LTC

Needs- skilled care only  si<.!' o Lo

How long does Medicare pay- up to 100 days- the average
number it pays is 23 Mwwg

tv;:/\ 2> ¢ What does lt take to qualify for Medicaid y # gw
S o Does diyesting your assets make any sense- lose control, h

\ W costs basxs, dworce, misuse of funds, etc

VO/{: YA e

What are the risks associated with needing LTC does it make
any sense to purchase L'TC Insurance

e 1in 1200 chance of losing everything in a house fire (but
surely your home is covered)

%;&;é




e 1 in 240 chance of major auto accident (but you would
not drive without auto insurance)

e 30% chance that you will need some LTC at some point
in your life (so doesn’t it make sense that you should
insure this greater risk)

e Check the obituaries in your local newspapers

And now Laura will discuss the current partnership plans.
Cnnalng S = LS St QM
ool SO
ol iy, @RS, ey MRy,
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In summary, education is key! In my opinion, when you
consider the various reasons that people purchase LTC
Insurance

I would like to maintain my financial independence

I don’t want to be a burden on my family

A LTC Plan would give me peace of mind

I want to preserve my assets to leave an inheritance

I want every opportunity to stay in my own home

I want to be in control as long as possible

I don’t want to see all my assets used to pay for care in
the last years of my life

e IfI need a nursing home I want to be able to choose

A partnership program fits in well with these motivating
factors.

The needy will still need assistance.
The wealthy will buy LTC or self-insure.

It’s the middle class that this partnership program will work
well with via education.

I urge you to grandfather all previously written LTC
Insurance programs.

Thank-you
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Senate Select Committee on Health Care Reform — Nursing & Long
Term Care Issues

Written Comments

L My name is Bill Bruce and I represent St. Joseph's Community Health
Services, Inc.; which includes a 25 bed critical access hospital located in
Hillsboro, a 30 bed nursing home located in Hillsboro and 3 primary care
clinics located in Elroy, Wonewoc and Hillsboro, Wisconsin. We serve
approximately 18,000 people in this rural setting located about 45 miles west \
of the Dells.

1L Our nursing home has been serving this area since the mid 50’s and served up \
to 65 local residents one year ago. However, with the loss due to ongoing
occupancy of 80+% medical assistance residents we have been forced to cut
the local access to about 30 beds. This is due to the fact that there is just not
enough revenue to cover the cost of caring for medical assistance residents.
For the fiscal year ending June 30, 2006 our audit firm reported that our total \

uncompensated community benefit was $1,400,000; with $700,000 being
directly attributed to the operation of the nursing home. This resulted in a year
end loss of $172,000. This is the most recent year. Prior years have much the
same message. As a result our local Board of Directors was forced to make
the very hard decision to close over 50% of the beds due to the dismal
reimbursement from the medical assistance for our nursing home population.

M.  Going forward our situation continues to look troubled. With our downsized
population of thirty residents we are estimating the annual subsidy
requirement for the nursing home will be $250,000. While this is felt to be ,
sustainable today another year will see our costs continue to increase. Costs /
associated with energy, supplies and labor will continue to rise. Over the last
few years we have seen this increase at an actual rate of approximately 5.5%.
Assuming the nursing home reimbursement only continues to increase at its
historical 1-2% levels our local Board will soon be forced to re-address the
fiscal drain the nursing home has on our ability to provide needed local access
to medical services for the employers and families in our area rely on.

significant hardship on local families. Many are two worker families; they will . .

have to make a choice. Do they continue to-work,-and pay their way, and ship  y~ V[Y
their loved one to a location far away or have one worker stay home, likely ( t\@
qualify for state low income benefits and care for their elderly. It is clear that e
our state leadership has an obligation to break this cycle before we are left
Wifh no infrastructure to care for the most needy In our society, the elderly
who are truly without the means to pay their way privately. T

ORI SOTUSUSURSU




IV.  Many look to reform. There have been several ideas surface in our local area.
They include:

a. Provide Financial Support for elderly to stay at home with loved ones.

The idea is to provide financial support to families truly in need to care for
their loved ones in their homes. In this approach the financial condition of
the entire family would be considered. This would solve the issue of asset
divestiture that we commonly see being done throughout our society
today.

b. Provide real cost reimbursement for those truly needy.

There will remain some in our society that do not have any living relatives
A/gj or means of outside support under any circumstance. In many ways we are
judged by how we treat our most vulnerable; the cost for the care of truly
= !

needy must be paid by society, not local employers, or underpaid local

C/O’_Q/ : employees.
/ c. Re-visit qualification criteria.

I am fold that nursing homes currently have more regulation than it takes

to run a nuclear fueled electric generating plant. With this in mind, we
must continue to re-visit the criteria it takes to qualify for nursing home
care. All too often we see folks who skirt the true intent of our plans. With
the common use, and promotion, of asset divestiture we are seeing ever

' umbers i Medical Assistance. It must be recognized

that this benefit is not an entitlement, but rather a special benefit for the
truly needy among us.

Thank you for your time to hear about our situation. As we move forward there is no
doubt our local population will watch carefully to see how our state leadership handles
this growing problem that must be faced today.

Questions. ..
Contact Information:

Bill Bruce, CEO

St. Joseph's Community Health Services, Inc.
PO Box 527, 400 Water Avenue

Hillsboro, Wisconsin 54634

608-489-8100

bbruce(@stihealthcare.org
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Testimony before the Senate Select Committee on Health Care Reform
Qctober 17, 2006

II\;'Iyi:chael D. Schafer, CEO/Administrator
Spooner Health System
Chairpersons Roessler, Darling and Committee Members:

Thank you for the opportunity to testify before this committee about a very
important subject, long-term care. I have been a licensed nursing home administrator for
21 years, and have found the past few years to be the most challenging of my career. As
we deal with an aging population, an aging workforce, and residents who are receiving
care in the nursing home that used to be provided in hospitals, state government
continues to attempt to balance the state budget at a great cost to our seniors and those
providing their care.

I would like to start by telling you a little about Spooner Health System. We are a
25 bed Critical Access Hospital, a 90 bed Medicare certified nursing home, and a home
health agency. We also own and sponsor a hospice agency with 4 other rural hospitals in
Wisconsin and Michigan. We are one of two hospitals in our county, and one of two
nursing homes. The other nursing home in our county recently downsized from 66 beds
to 50 beds. Spooner Health System is a not for profit corporation and provides many
services to our community that are not otherwise available. I will say more about that
later.

Spooner Health System is governed by a Board of Directors consisting of
members from the Spooner area. The residents of the Spooner area have been fortunate

to have a Board of Directors that is committed to providing necessary health services,




even if the individual service loses money. And over the years we have offered many
services such as hospice, chemotherapy, home health care, and nursing home services
that are traditionally money losers. However, due to reimbursement issues, they are now
going to be faced with the daunting task of deciding which services we can no longer
offer, in order to be able to continue to provide other services to our area residents.

As a system, the hospital and nursing home share many of the same departments
and services. Dietary, laundry, housekeeping, maintenance, laboratory and x-ray
personnel to name a few provide services in both areas. We are truly an integrated
system.

As you are well aware, for many years Medical Assistance reimbursement rates
have not come close to keeping up with the increased costs of caring for our nursing
home residents. To illustrate this point I would like to review the changing financial
picture at Spooner Health System Nursing Home during our last fiscal year. Utilities and
fuel increased by approximately 43%. Employee benefits increased by approximately
23%. This was driven by a 40+ % increase in our health insurance premiums. Overall
our costs increased by nearly 16%, with over 1/3 of this increase caused by utilities and
employee benefits alone.

To make matters worse we received virtually no increase in Medical Assistance

reimbursement. During that year, 74% of our resident days were covered by Medical

assistance. As a result we were forced to cost shift these expenses to our private pay

Al
nursing home residents, and to our hospital patients. This is a practice that can no longer
\-—/—-

continue. In our last fiscal year we were reimbursed by the state government nearly $1.1

Mo

million less than it cost us to provide the care to our residents covered by Medical

 —




Assistance. This computes to a loss of $49 per day! By marking up our private pay rates

and receiving somewhat better reimbursement for our Medicare residents we dropped the

overall deficit in reimbursement to just over $700,000 or $22 per day.

There is one simple conclusion that can be drawn from looking at our nursing
home financial data. Continuing to provide all of the services we currently provide will
affect our ability to provide any services. So what are the options that we have?

The most obvious, and most painful will be to start systematically closing nursing
home beds. It is the decision that will most directly and dramatically stop the losses
incurred due to very inadequate reimbursement. But who will suffer from this decision?
It will be those who most need our services. We have run at or near capacity for the past
year, as has the other nursing home in our county. We have a waiting list of 62 people.
All but 28 of those on the list would come into our nursing home today if the beds were
available. The other 28 want to secure their place on the list due to the reputation our
county has for difficulty in getting a nursing home bed. We have averaged 2.35 patients
per month from our hospital that have been placed in nursing homes in other counties due
to the lack of beds at our nursing home. This causes stress and hardships on these
residents and their families who must now travel to see them.

Another option will be to discontinue providing other non-nursing home services
to our area residents. We can consider dropping our financial support for hospice, which
would leave no option for hospice services in much of our service area. We could do the
same with home health care. We can also consider dropping our chemotherapy services,

which would require patients to drive up to 80 miles for this service. These services are



all very valuable to our area residents, and all in danger of being discontinued if we hope
to keep our nursing home services.

What other potential ramifications exist for Spooner Health System? The biggest
is the financial affect the nursing home loss will have on our ability to provide our core
hospital services to area residents. The largest area of concern is in the emergency
services department. We are on a pace to see 6,000 emergency room visits this year, in
an area that is designed to accommodate approximately 4500 visits. In addition to this
we have numerous outpatient specialists who hold their clinics in this space, and perform
other outpatient services here as well. We are in desperate need for additional space, and
have a Facility Master Plan in place to address these needs. Mounting nursing home
losses will affect our ability to undertake the capital project necessary to address the most
critical service we offer.

I recognize that the state government is looking towards an expansion of Family

Care to save money. It is my understanding that there are those that feel that many of the

state residents who currently reside in nursing homes can more cost effectively be cared
\\

for in their homes with supportive services. I support the idea of allowing our seniors to

——

ive in the least restrictive environment. It is a goal we have every time we discharge a
patient from our hospital. We also strive to discharge any nursing home resident to a less
restrictive environment whenever it is safe to do so. However, we see very few of these

types of residents in our nursing home. In fact in our last fiscal year 96.1% of our

residents were classified as Skilled or Intensive Skilled.

The level of care that our residents require increases each year. We now regularly

see residents who require tube feedings and intravenous fluids. We see an increasing



number of demented residents, and an increase in those with behavior issues. Providing
care for these types of residents has become much more labor intensive. Yet we have
seen a decrease in the number of falls that occur in our nursing home and a decrease in
behaviors that affect other residents. We have accomplished this by providing excellent,
high quality and compassionate care to our residents. It is the care our elderly deserve
and will receive at Spooner Health System. And our ability to continue to provide quality
care is in immediate jeopardy due to a badly broken payment system at the state level.

I have spent most of my time to this point talking about the affects inadequate
reimbursement is having on our ability to provide services. I would like to switch gears
for a moment, and talk about other effects it has on our community. Historically low
reimbursement from government providers has forced health care providers to cost shift
to other payers. It has created a “Hidden Tax” on all other purchasers of health care.
This is most evidenced by the increase in health insurance premiums, which hits us as an
employer as well. Individuals and small businesses in our area can no longer afford to
provide health insurance for their employees. So these people end up either uninsured or
on a program such as Badgercare. And the crisis worsens as once again providers get
paid under their costs, for an increasing number of patients. So what does the state do to
deal with this situation? They look at expanding programs such as Badgercare and
sticking it to the other purchasers of health care even worse than we do now. Itis acycle
that must end, and the state government needs to recognize this, and take the lead.

I just recently learned that DHFS has proposed a Badgercare Plus program in their
budget. This would once again expand the number of people enrolled in a state program,

for which healthcare providers are reimbursed at less than their costs. But that is not the




plan. For instance those covered under Badgercare Plus would be required to pay a $75

end of this story. This time DHFS proposes that higher co-payments be included in the 7
!

co-pay for emergency room services. Does anyone at DHFS really believe people will
é /
pay this? We cannot collect the $3 co-pay that currently exists in the program. And we ‘ ’

have difficulty collecting co-pays from commercial insurance as well. The $75 co-pay
will become bad debt, and once again lessen reimbursement to the providers. This
simply becomes another in a long line of reimbursement cuts for providers.

While I digressed from long-term care for a moment, I feel it was important,
because at Spooner Health System all of our services are intertwined. This is true in most
small communities. Decisions cannot be made keeping only one service in mind. I only

wish it were that easy. But the reality we currently face is thw

reimbursement is creating a crisis at Spooner Health System. And talking with my

colleagues around the state I recognize that this is statewide. We are being forced to pick

and choose the services we offer, based on what we are getting paid, rather than where
— L ———

the greatest need is.
—
It should not be this way. Our seniors deserve better. They deserve access to

igh quality care in nursing homes. They do not deserve to be sent to nursing homes—

e

miles away from where they lived their entire lives to spend their final months or days.

i

Are our seniors not worth the necessary investment needed to keep them close to home,

receiving high quality and compassionate care?

In closing I would like to reiterate that Spooner Health System has some difficult
choices to make. Ultimately we have to follow the ethical principal of Stewardship of

Resources. We have to decide where both our human and financial resources are best




spent, to derive the greatest benefit possible. It saddens me to think that we may be
closing needed nursing home beds, in order to continue to provide other services. It

makes me angry that this situation is perpetuated by the fact that the state government has

crmay.

not lived up to the responsibility that they have taken to provide payment for long term

3

care for our elderly who have no other payer source.
fM

Thank you for allowing me the time to testify on this important matter. I would

be happy to answer any questions you might have.



